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1.

Requested Actions

Authorize the issuance of the Water Revenue Bonds, Refunding Series 2009A in January 2009 in an amount
not to exceed $310 million and Series 2009B by no later than June-20, 2009 in an amount not to exceed $337
million, (collectively the “2009 Bonds™), by the Public Facilities Financing Authority of the City of San Diego
(the “Authority™) and the execution of related financing documents to refund certain outstanding Water
Revenue debt obligations, finance approximately 80% of the approved Water System Capital Improvement
Program encumbrances and expenditures, and finance costs of issuance associated with the 2009 Bonds The
related financing documents are described in the staff report.

Authorize the City Attorney to appoint Fulbright & Jaworski L.L.P. as Bond Counsel in connection with the
issuance of the 2009A Bonds and pay an amount not to exceed $175,000, plus reasonable out- of-pocket
expenses not to exceed $5,0005 provided however the fees payable to Bond Counsel shall be contingent upon
the closing of the 2009A Bonds transaction and paid out of the proceeds from the 2009A Bonds. :

. Authorize the City Attorney to appoint Fulbright & J aworsk1 L.L.P. as Counsel to Facilities and Equipment

Leasing Corporation, in connection with the issuance of the 2009A Bonds and pay an amount not to exceed
$15,000, plus reasonable out-of-pocket expenses not to exceed $1,000. ‘

Authorize the City Attorney to appoint Hawkins Delafield & Wood LLP as Disclosure Counsel for the City in
“‘gonnection-with the issuance of the 2009A Bonds and pay an amount not to exceed $250,000, plus reasonable

out-of-pocket expenses not to exceed $5,0005 provide however the fees payable to DISCICSLIS Counsc! shall}

- be contingent upon the closmg of the 2009A Bonds transaction and paid out of the proceeds from the 2000A |

Bonds. .
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REPORT TO THE CITY COUNCIL
EXECUTIVE SUMMARY SHEET

DATE ISSUED: ' REPORT NO:
ATTENTION: . '
ORIGINATING DEPARTMENT:  Debt Management

SUBJECT: 2009 Bonds - Water System (Refunding and New Money)
COUNCIL DISTRICT(S): All

CONTACT/PHONE NUMBER: Barry Gamboa (619) 533-4531
Lakshmi Kommi (619) 236-6928 -

REQUESTED ACTIONS: Authorize the issuance of the Water Revenue Bonds, Refunding Series
2009A in January 2009 in an amount not to exceed $309 million and Series 2009B in April/May 2009 in
an amount not to exceed $329 million, (collectively the “2009 Bonds™), by the Public Facilities Financing
Authority of the City of San Diego (the “Authority™). Also authorize the execution of related financing
documents to refund certain outstanding Water Revenue Bonds and Notes, finance Water System Capital
Improvement Program expenditures, and costs of issuance associated with the 2009 Bonds. Authorize the
City Attorney to appoint Fulbright & Jaworski L.L..P. as Bond Counsel and Hawkins Delafield & Wood
LLP as Disclosure Counsel in connection with the issuance of the 2009A Bonds, with payment for each
contingent upon the closing of the 2009 A Bonds and paid out of proceeds from the 2009A Bonds.

- Authorize the City Attorney to appoint Fulbright & Jaworski L.L.P. as Counsel to the Facilities and
Equipment Leasing Corporation the entity that assists in the issuance of the 2009 Bonds by the
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REFERENCED ABOVE)

STAFF RECOMMENDATION: Approve the requested actions

EXECUTIVE SUMMARY:

(ALSO SEE FULL STAFF REPORT; REPORT NO. IS REFERENCED ABOVE)

The 2009A Water Bonds will refund the $57 million principal of the Water Revenue Notes, Series
2007A, which are due on January 30, 2009, and refund certain maturities of the 1998 Water Revenue
Certificates if that results in a net present value savings of at least 3%, consistent with the City’s Debt
Policy. The legal documents authorize the issuance of the 2009A bonds in an amount not to exceed $309
million. Of this amount, $245 million authorizes to refund the outstanding 1998 Certificates. The City
will only refund portions of the 1998 Certificates which are cost effective under the market conditions
present at the time of the pricing of the bonds.

The 20098 Water Bonds would refund the $150 million principal of the Water Revenue Notes, Series
2008A, and fund the requirements of the CIP Program through approximately June 2010 in an amount of
$150 million. Issuing the 2009 Bonds in two series (2009A and 2009B) enables the City to borrow funds
no earlier than the time the proceeds are needed. The financing documents submitted for the City Council
approval include: the Indenture, First Supplement Indenture, Amended and Restated Master Installment
Purchase Agreement (MIPA), 2009A and 2009B Supplement to the MIPA, 2009A and 2009B Continuing
Disclosure Certificates, 2009A Bond Purchase Agreement, 2009A Preliminary Official Statement (POS),
and the 2009 Bonds City Ordinance and 2009A Resolution approving the Preliminary Official Statement -
and the Bond Purchase Agreement. The details of each document are described more fully in the Staff
Report.

Only the 2009A Bonds can be sotd through the proposed Council actions. Staff will return to the City
Council requesting approval of the 2009B Preliminary Official Statement and the Bond Purchase
Agreement prior to the issuance of the 2009B Bonds.
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An extensive preparation and review process was undertaken in developing the 2009A Preliminary
Offering Statement (POS), the marketing document for the 2009A Bonds. In accordance with the
Controls and Procedures established by the Disclosure Practices Working Group (DPWG), a Financing
Group consisting of the Disclosure Counsel, City Disclosure Counsel, Financial Advisor, City Attorney’s
Office, Debt Management, and Water Department staff, identified all the informational requirements for
the long term public bond offering of the Water enterprise and methodically developed the document over
a 6—8 month period. An engineering and financial feasibility study on the bond offering was conducted
and the findings were disclosed in the POS. The 2009A Financing Team consisting of the Financing
Group described above, the bond counsel, and the underwriting syndicate reviewed the form and the
content of the POS at various Financing Team document review sessions. Finally, the Disclosure
Practices Working Group (DPWG) reviewed the document in August and on October 1, and 2, 2008, and
authorized the docketing of the POS for the City Council approval. Consistent with the DPWG Controls
and Procedures, necessary certifications from various officials involved in the preparation or review of
the disclosures including the Mayor, the City Attorney, and the Chief Financial Officer, will be
distributed to the City Council prior to the Council hearing.

FISCAL CONSIDERATIONS:

Based on interest rates as of October 2, 2008, the portion of the 2009A Bonds used to repay the 2007A
Notes is an estimated $62.7 million. The annual estimated debt service is $4.4 million with an estimated
total debt service of $132.6 million over a 30 year term. For comparison purposes, at the City Council
authorized not-to-exceed interest rate of 7.00%, the annual debt service on the bonds is estimated to be
$5.1 million with the total annual debt service at $152 million over a 30 year term.

Assuming the entire outstanding principal on the 1998 Certificates is refunded with the 2009A or 2009B
Bonds generating at least 3% in net present value savings, the new annual debt service will be an
estimated $12.1 million, FY 2010-FY 20135, and $25.3 million, FY 2016-FY 2029, which is
approximately $800,000 lower than the current annual debt service on the 1998 Certificates. The

. repayment term on the refunded portion will remain unchanged at 21 years.

PREVIQUS COUNCIL and/or COMMITTEE ACTION: None

COMMUNITY PARTICIPATION AND PUBLIC OUTREACH EFFORTS: The Water Department
conducted Proposition 218 noticing process as part of the approval for the rate increases necessary to
support bond issuances projections from FY 2009 to FY 2011. Pursuant to Proposition 218, the City
provided property owners 45 days of advance notice of the Council's formal consideration of the rate
increases. Notices were mailed to property owners of record and City of San Diego water bill customers,
advising them that the City Council would hold hearings on February 26, 2007 to consider adoption of the
proposed water rate increases. The hearings were held as scheduled and the rate increases were
subsequently approved by the Council.

KEY STAKEHOLDERS AND PROJECTED IMPACTS: Business entities involved in this transaction
are Morgan Stanley & Co. and J.P. Morgan Securities Inc. (co-senior managers); Estrada Hinojosa,
Ramirez & Co, Inc, and Siebert Branford Shank & Co. LLC (co-managers); Hawkins Delafield & Wood
LLP (disclosure counsel); Nixon Peabody L.L.P. (underwriters’ counsel); Fulbright & Jaworski L.L.P.
(bond counsel),; Wells Fargo Bank, National Association (trustee); CDM (feasibility consultant), and
Montague DeRose and Associates LLC (financial advisor).

Lakshmi Kommi Mhar¥ Lewi _
Debt Management Director ' Chief Finantial Officer
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CERTIFICATE OF UNALLOTTED BALANCE AC 2900263
CRIGINATING CEPT.
NO.: 056
Amaount: Fund:
Purpose:
Date: . By:
ACCOUNTING DATA
ACCTG. cY OPERATION
LINE PY FUND DEPT ORG. ACCOUNT JOB ORDER ACCOUNT | BENF/ EQUIP| FACILITY AMODUNT
TOTAL AMOUNT

FUND OVERRIDE  [_]

CERTIFICATION OF UNENCUMBERED BALANCE

| HEREBY CERTIFY that the indebtedness and obligation to be incurred by the contract or agreement authorized by
the hereto attached resolution, can be incurred without the violation of any of the provisions of the Charter of the City of
San Diego; and | do hereby further certify, in conformity with the requirements of the Charter of the City of San Diego, that
sufficient moneys have been appropriated for the purpose of said contract, that sufficient moneys to meet the obligations
of satd contract are actually in the Treasury, or are anticipated to come into the Treasury, to the credit of the appropriation
from which the same are to be drawn, and that the said money now actually in the Treasury, together with the moneys
anticipated to come into the Treasury, to the credit of said appropriation, are otherwise unencumbered.

Not to Exceed:; $16,000.00

Vendor; Fulbright & Jaworski L.L.P.
Purpose;  Authorizing the expenditure of funds for the bond counsel fee in connection with the issuance of the Water
Revenue 2009A Bond.
A e
Date: October 1, 2008 By: L. Chim % 1M ,{/x_H'—g(%,\
L AL e
ACCOUNTING DATA
ACCTG. cy OPERATION
LINE | PY FUND DEFT ORG. ACCOUNT | JOBORDER | ACCOUNT |BENF/ EQUIP| FAGILITY AMOLINT
01 0 100 056 2300 4222 056707 8,000.00
02 0 41500 760 140 4151 002115 8,000.00
TOTAL $16,000.00
AC-361 (REV 2-92) FUND OVERRIDE | ']
AC 2900263
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ORDINANCE NUMBER O- (NEW SERIES)

DATE OF FINAL PASSAGE

AN ORDINANCE OF THE COUNCIL OF THE CITY OF SAN
DIEGO PURSUANT TO SECTION 99 OF THE CHARTER OF
THE CITY OF SAN DIEGO APPROVING THE FORM OF AND
AUTHORIZING THE ISSUANCE OF THE PUBLIC
FACILITIES FINANCING AUTHORITY OF THE CITY OF
SAN DIEGO WATER REVENUE BONDS, REFUNDING
SERIES 2009A AND SERIES 2009B (PAYABLE SOLELY
FROM INSTALLMENT PAYMENTS SECURED BY NET
SYSTEM REVENUES OF THE WATER UTILITY FUND OF
THE CITY OF SAN DIEGO) AND APPROVING AN
INDENTURE AND FIRST SUPPLEMENT THERETO,
APPROVING THE FORM AND AUTHORIZING THE
EXECUTION AND DELIVERY OF AN AMENDED AND
RESTATED MASTER INSTALLMENT PURCHASE
AGREEMENT AND 2009A AND 2009B SUPPLEMENTS
THERETO, AND APPROVING 2009A AND 2009B
CONTINUING DISCLOSURE CERTIFICATES RELATING TO
INSTALLMENT PURCHASE FINANCINGS, AUTHORIZING
THE CITY ATTORNEY TO APPOINT BOND COUNSEL AND
DISCLOSURE COUNSEL AND APPROVING CERTAIN
OTHER AGREEMENTS AND ACTIONS IN CONNECTION
THEREWITH.

(0-2009-48) (’@

WHEREAS, the City of San Diego [City] and the Redevelopment Agency of the City of

San Diego entered into a Joint Exercise of Powers Agreement establishing the Public Facilities

Financing Authority of the City of San Diego [Authority], a California joint exercise of powers

authority duly organized to provide financial assistance to the City; and

WHEREAS, the San Diego Facilities and Equipment Leasing Corporation [Corporation]

is a nonprofit public benefit corporation duly organized and existing under and by virtue of the

laws of the State of California [State] that was incorporated to provide financial assistance to the

City; and

WHEREAS, the City has caused $385,000,000 aggregate principal amount of San Diego

Facilities and Equipment Leasing Corporation Certificates of Undivided Interest (In Installment

-PAGE 1 OF 14-



000554 - | (0-2009-48)

Payments Payable from the Net System Revenues of the Water Utility Fund of the City of San
Diego) Series 1998 [1998 Certificates], to be executed and delivered in order to finance the
acquisition, construction, installation, and improvement of the City’s water system [Water

System]; and

WHEREAS, the City has caused $286,945,000 aggregate principal amount of Public
Facilities Financing Authority of the City of San Diego Subordinated Water Revenue Bonds,
Series 2002 (Payable. Solely From Subordinated Installment Payments Secured By Net System

Revenues of the Water Utility Fund) [2002 Subordinated Bonds], to be issued in order to finance

further capital improvements to the Water System; and

WHEREAS, the City has caused the Authority 'to issue $57,000,000 ori g,;inal principal
amount of the Authority’s Non-Transferable Subordinated Water Revenue Notes, Series 2007A
(Payable Solely from Subordinated Installment Payments Secured By Net System Revenues of

- the Water Utility Fund) [2007A Notes], the proceeds of which were applied to the further capital
improvements of the Water System, all of which are currently outstanding and subject to

optiorial call and prepayment as required by the terms thereof on January 30, 2009; and

WHEREAS, the City has caused the Authority to issue $150,000,000 aggregate principal
amount of the Authority’s Subordinated Water Revenue Notes, Series 2008A (Payable Solely
from Subordinated Installment Payments Secured by Net System Revenues éf the Water Utility
Fund) [2008A Notes, and together with the 2007A Notes; Subordinated Notes], the proceeds of
which were applied to the further capital improvements of the Water System, all of which are
currently outstanding and subject to prepayment as required by the ferms t_hereoi" no later than

August 28, 2009; and

-PAGE 2 OF 14-
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WHEREAS, in order .to effectuate the acquisition, construction, installation and
improvement of the City’s Water System with the proceeds of the 1998 Certificates, the
Corporation agreed to sell components of the Water System financed with the proceeds of the
1998 Certificates to the City pursuant to a Master Installment Purchase Agreement, dated as of
August 1, 1998, between the Corporation and the City, as subsequently amended and
supplemented from time to time [Original Installment Purchase Agreement}, the amendments to
which have previously been approved by this City Council and consented to by the Credit

I
Providers (as defined in the Original Installment Purchase Agreement); and

WHEREAS, in order to provide for the payment of the 19.98 Certificates, the 2002
Subordinated Bonds and the Subordinated Notes, the City and the Corporation did enter into
supplernenis to the Onginal Installment Purchase Agrecinent; and

WHEREAS, to consollidate, clarify and update the Original Installment Purchase
Agreement, as amended by the First Amendatory Suppiement and by the Second Amendatory
Supplement, there has been prepared and submitted to this meeting of the City Council an
Amended and Restated Master Installment Purchase Agreement, by and between the Corporation

and the City [Amended and Restated Master Installment Purchase Agreement, or, following

approval and execution, Instaliment Purchase Agreement]; and

WHEREAS, the City desires to effect the payment or prepayment of the Subordinated
Notes and the refunding of all or a portion of the 1998 Certificates [collectively, Refunded

Obligations), if economical or otherwise on terms beneficial to the City and its residents; and

WHEREAS, the City desires to effect the further acquisition, construction, installation
and improvement of various components of its Water System [2009B Components] in order to

meet the requirements of the Department of Public Health of the State; and

_PAGE 3 OF 14-
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WHEREAS, in order to facilitate the payment of the 2007A Notes and the refunding of
all or a portion of the outstanding 1998 Certificates [2009A Refunded Obligations], the Ci‘ty and
the Corporation propose to enter into a 2009A Supplement to the Installment Purchase

Agreement {2009A Supplement], supplementing the Installment Purchase Agreement; and

WHEREAS, in order to provide funding for the 2009B Components and to facilitate the
prepayment of the 2008 A Notes [2009B Refunded Obligations], the City and the Corporation
propose to enter into a 2009B Suppiefnent to the Installment Purchase Agreement [2009B
Supplement, and collectively with the 2009A Supplement, the 2009 Supplements],

supplementing the Installment Purchase Agreement; and

"WHEREAS, section 1.150-2 of the United States Treasury Regulations [Regulations]
requires the City to declare its reasonable intent to reimburse certain costs of the 2009B
Components [Reimbursable Expenditures] with the proceeds of the 2009B Bonds (as defined

below), incurred prior to the date of issuance thereof;

WHEREAS, to further facilitate the proposed financing and refunding, the Corporation,
as assignor, will execute a separate Assignment Agreement [each, an Assignment Agreement]
respecting the 2009A and the 2009B Supplements, pursuant to which the Corporation will assign
all of its right, title and interest in and to the 2009A and the 2009B Supplements, respectively, to

the Authority, as assignee; and

WHEREAS, under the Installment Purchase Agreement, the 2009A Supplement and the
Assignment Agreement related to the 2009A Supplement [2009A Assignment Agreement], the
City will be obligated to make 2009A Installment Payments (as defined in the 2000A

Supplement) to the Authority; and

-PAGE 4 OF 14-
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WHEREAS, under the Installment Purchase Agreement, the 2009B Supplement and the
Assignment Agreement related to the 2009B Supplement [2009B Assignment Agreement], the
City will be obligated to make 2009B Installment Payments (as defined in the 2009B

Supplement) to the Authority; and

WHEREAS, to provide funds to pay the 2007A Notes and to refund all or a portion of the
1998 Certificates, to fund a debt service reserve fund, if necessary and advisable, and to pay
costs of issuance, the City now desires to request that the Authority issue its Water Revenue
Bonds, Refunding Series 2009A (Payable Solely from Instaliment Payments Secured by Net

System Revenues of the Water Utility Fund) [2009A Bonds]; and

WHEREAS, to provide funds to finance and to reimburse the City for the costs of the
2009B Components, to prepay the 2008 A Notes, to fund a debt service reserve fund, if necessary
and advisable, an‘d to pay costs of issuance, the City now desires to request that the Authority
issue its Water Revenue Bonds, Series 2009B (Payable Solely from Installment Payments
Secured by Net System Revenues of the Water Utility Fund) [2009B Bonds, and collectively

with the 2009A Bonds, 2009 Bonds]; and

WHEREAS, in order to facilitate the sale of the 2009 Bonds and to permit the
underwriters of the 2009 Bonds to comply with the provisions of Rule 15¢2-12 promulggted by
the Securities and Exchange Commission [Ruie], the Authority has required that the City execute
and deliver a separate Continuing Disclosure Certificate in conneétion with the 2009A Bonds
[2009A Continuing Disclosure Certificate] and with the 2009B Bonds [2009B Continuing

Disclosure Certificate]; and

WHEREAS, in order to provide for the authentication and delivery of the 2009 Bonds, to

establish and declare the terms and conditions upon which the 2009A Bonds are to be issued and

-PAGE 5 OF 14-
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secured and to secure the repayment thereof, it is proposed that the Authority and the Trustee
enter into an Indenture [Indenture] and, to provide details of the 2009B Bonds, it is proposed that
the Authority and the Trustee enter into a First Supplement Indenture [First Supplemental

Indenture]; and

WHEREAS, the Authority may desire to issue a series of subordinated revenue bonds
[collectively, 2009 Subordinated Bonds] in addition to, or in lieu of] either series of the 2009
Bonds and in that event, the City desires to approve the issuance of one or more series of 2009

Subordinated Bonds and the execution of legal documents relating thereto; and

WHEREAS, the City is authorized to undertake the actions described in this Ordinance

pursuant to its Charter and the Constitution and applicable laws of the State of California;

NOW, THEREFORE, BE IT ORDAINED by the City Council of the City of San Diego,

as follows:

Section I. The City Council hereby finds and determines that the statements set forth
above in the recitals to this Ordinance are true and correct.

Section 2. The method of financing the acquisition, construction, instaltation and
improvement of the 2009B Components and the payment, prepayment or refunding of the -
Refunded Obligations through the issuance by the Authority of the 2009 Bonds 1n the aggregate
principal amount of not to exceed Six Hundred Thi:‘ty-éight Million Dollars ($638,000,000), in
two or more sernies, and the investment of the proceeds of the 2009 Bonds in accordance with the
Indenturé, are hereby approved, and specifically, the forms of the Indenture and First
Supplemental Indenture submitted to this meeting, copies of which are on file in the office of the

City Clerk as Document No. O- and Document No. O- ;

respectively, are hereby approved. The Chief Operating Officer and the Chief Financial Officer
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of the City, and their specified designees, and each of them, are hereby authorized and directed,
for and in the name of and on behalf of the City, to be bound by certain prbvisions of the
Indenture and the First Supplemental Indenture with respect to disbursement of moneys in the
Acquisition Fund (as deﬁned‘in the Indenture), and the City Clerk is authorized to attest thereto,
with such additions and changes therein as the Chief Operating Officer or the Chief Financial
Officer of the City, or their specified designees shall approve as being in the best interests of the
City, and as approved as to form by the City Attorney or his specified desi gnee, and with such
other changes that may be required by Fulbright & J aworski L.L.P., Bond Counsel [Bond
Counsel], such approval to be conclusively evidenced by the execution and delivery thqreof.

Section.3. The form, terms and provisions of the Amended and Restated Master
Installment Purchase Agreement, between the City and the Corporation, a copy of which Vis on
file in the office of tl;e City Clerk as Document No. O- , and submitted to this
meeting, are hereby approved. The Chief Operating Officer and the Chief Financial Officer of
the City and their specified designees, and each of them, are hereby authorized and directed, for
an in the name and on behalf of the City, to execute and deliver the Amended and Restated
Master Instaliment Purchase Agreement in substantially the form submitted to this meeting, and
thc City Clerk is authorized to attest thereto, with such additions and changes therein as the Chief
Operating Officer or the Chief Financial Officer shall approve as being in the best interests of the
City, and approved as to form by the City Attorney or his specified designee and with such other
changes that may be required by Bond Counsel, such approval to be conclusively evidenced by
the execution and delivery thereof.

Section 4. The form, terms and provisions of the 2009A Supplement and the 20098

Supplement, each between the City and the Corporation, copies of which are on file in the office
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of the City Clerk as Document No. O - __ and Document No. O - ,

respectively, and submitted to this meeting, are hereby approved. The Chief Operating Officer
and the Chief Financial Officer of the City and their specified designees, and each of them, are
hereby aufhorized and directed, for and in the name and on behalf of the City, to execute and
deliver the 2009A Supplement and the 20098 Supplement in substantially the forms submiited to
this meeting, and the City Clerk is authorized to attest thereto, with such additions and changes
therein as the Chief Operating Officer or the Chief Financial Officer shall approve as being in the
best interests of the City, and as approved as to form by the City Attorney or his specified
designee and Wiﬂ-l such other changes that may be required by Bond Counsel, such approval to
be conclusively evidenced by the execution and delivery thereof, provided, however, that the
aggregate amount of 2009A Installment Payments (as defined in the 2009A Supplement),
attributable to principal shall not exceed Three Hundred Nine Million Dollars ($309,000,000),
the proceeds of which shall be applied to the payment of the 2007A Notes and the refunding of
some or all of the outstanding 1998 Certificates, and the aggregate amount of 2009B Installment
Payments (as defined in the 2009B Supplement) attributable to principal shall not exceed Three
Hundred Twenty-Nine Mil.lion Dollars ($329,000,000), the proceeds of which shall be applied to
the construction, acquisition and installation of the 2009B Components and the prepayment of
the 2008 A Notes, for a combined total of not to exceed Six Hundred Thirty-Eight Million
Doliars ($638,000,000), and the 2009A and the 2009B Instaliment Payments shall be payable
semianm.ially or otherwise as the Chief Operating Officer or the Chief Financial Officer of the
City or as their specified designees, or any of them, may direct for a period of not more than
thirty (30) years from the respectivé dates of issuance of the 2009A Bonds or the 2009B Bonds,

respectively, and with respect to payments by the City of the amount of 2009A Installment
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Payments or 2009B Installment Payments attributable to interest, the true interest cost, including
costs of issuance, shall not exceed a per annum fixed rate of 7.0%, with the true interest cost,
including costs of issuance, for the 2009 Bonds attributable fo the refunding of the 1998
Certificates to be established at or below the per annum ﬁxed rate of 4.85%, and the Chief
Operating Officer or the Chief Financial Officer of the City or their specified designees, and each
of them, are hereby authorized and directed to approve provisions for the prepayment of the
2009A Installment Paymer;ts and the 2009B Installment Payments, which may differ from one
another. Notwithstanding the foregoing, the maximum principal amount of the 2009B Bonds
may be increased by any portion of the maximum principal amount herein authorized for the
2009A Bonds which remains unissued after the date of delivery of the 2009A Bonds, due to the
City’s inability to refund certain maturities of the 1998 Certificates. so long as the combined
principal amount of the 2009 Bonds does not exceed Six Hundred Thirty-Eight Million Dollars
($638,000,000). The Chief Operating Officer or the Chief Financial Officer of the City or their
specified designees shall, in consultation with the financial advisors to the City, determine
whether the 2009A Installment Payments and the 2009A Bonds shall be issued as Subordinated
Obligations or as Parity Obligatioﬁs of the Water System, or whether the 2009B Installment
Payments and the 2009B Bonds shall be issued as Subordinated Obligations or as Parity
Obligations of the Water System, or a combination thereof, in accordance with the terms of the
Installment Purchase A greement, taking into consideration market conditions at the time of the
offering and the best interests of the City. The 2009B Bonds shall be issued on or before June
30, 2009; in the event the 2009B Bonds are not in fact issued by that date, further action by this
City Council shall be required for their later issuance. The Chief Operating Officer and the

Chief Financial Officer, or their specified designees, are each further authorized, in accordance
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with the terms and provisions of Section 3.02 of the Installment Purchase Agreement, to modify
or amend from time to time the description of the 2009B Components of the Project set forth in
Exhibit A to the 2009B Supplement to reduce or eliminate any portion thereof or to substitute
2009B Components to be financed with proceeds of the 2009B Bonds.

Section 5. The City hereby acknowledges that the obligation of the City to make
2009 Installment Payments to the Authority, in accordance with the 2009A Supplement, the
2009B Supplement and the respective Assignment Agreements, copies of which are on file in the

Office of the City Clerk as Documents No. O- , and No. O- , shall

be a limited obligation of the City payable solely from Net System Revenues (as those terms are
defined in the Installment Purchase Agreement) and other funds provided for under the 2009A
Supplement, the 2009B Supplement, the Indenture and the First Supplemental Indenture. and
does not constitute a debt of the City or of the State of California or of any political subdivision
thereof within the meaning of any constitutional or statutory debt limitation or restriction. In
accordance with the Assignment Agreements, the assignment by the Corporation of the City’s
obligations under the 2009 Supplements to the Authority is hereby approved.

Section 6. The Chief Operating Officer and the Chief Financial Officer of the City
and their specified designees, and each of them, are hereby authorized and directed to take all
actions and execute any and all documents necessary or advisable to provide for the payment or
prepayment of the Subordinated Notes and the refunding of all or a portion of the 1998
Certificates with proceeds of the 2009 Bonds, if such refunding or any portion thereof is
determined to be in the best interests of the City in accordance with the current City Council

Debt Policy.
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Section 7. The Chief Operating Officer and the Chief Financial Officer of the City
and their speciﬁ.ed designees, and each of them, are hereby authorized and directed to take all
actions and execute any and all documents necessary or advisable to arrange for the insuring of
all or a portion of the 2009 Bonds or the 2009 Subordinated Bonds, to fund a debt service reserve
fun_d or to purchase a reserve surety bond for the 2009 Bonas or the 2009 Subordinated Bonds, or
to obtain any other form of credit enhancemen_t for the 2009 Bonds or the 2QO9 Subordinated
Bonds, if, upon the advice of the City’s financial advisors, such insurance, reserves, surety bond
or other credit enhancement is expeéled to result in a lower true interest cost of the 2009 Bonds
or the 2009 Subordinated Bonds, or to elect to proceed without reserves or credit enhancement, if
otherwise beneficial to the City.

Section 8, In connection with the public offering of the 2009 Bonds and/or the 2009
Subordinated Bonds, the Chief Operating Officer and the Chief Financial Officer of the City, and
their specified designees, and each of them, acting alone, are hereby authorized and directc;d, for
and in the name and on behalf of the City, to execute and deliver the 2009A Continuing

Disclosure Certificate, a copy of which is on file in the office of the City Clerk as Document

No. O- and the 2009B Continuing Disclosure Certificate, a copy of which is

on file in the office of the City Clerk as Document No. O- . each as submitted

to this meeting, with such additions and changes therein as the Chief Operating Officer and the
Chief Financial Officer, or their specified designees, shall approve as being in the best interests
of the City, and as approved as to form by the City Attorney, or his specified designee, and with
such other changes as are required by Disclosure Counsel (0 the City (as defined in Section 10

below), such approval to be conclusively evidenced by the execution and delivery thereof.
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Section 9. The City hereby authorizes the City Attorney t(; appouit Fulbright &
Jaworski L.L.P. as Bond Counsel for the City in connection with the issuance of the 2009A
Bonds and/or the 2009A Subordinated Bonds. The City Attorney or his specified designee is
further authorized to pay the fees and expenses of Fulbright & Jaworski L.L.P., as Bond Counsel,
in an amount estimated at $175,000, in addition to an amount not to exceed $5.000 for
@‘easonable out-of-pocket expenses; and as Counsel to the Corporation, an amount estimated at
$15,000, in addition to an amount not to exccéd $1,000 for reasonable out-of-pocket expenses.

Section 10.  The City hereby authorizes the City Attorney to appoint Hawkins
Delafield & Wood LLP as Disclosure Counsel for the City in connection with the issuance of the
2009A Bonds or the 2009A Subordinated Bonds. The City Attorney or his specified designee is
further authorized to pay the fees and expenses of Hawkins Delafield & Wood LLP, in an
amount estimated ai $250,000, in addition to an amount not to exceed $5,000 for reasonable out-
of-pocket expenses.

Section 11, All actions heretofore taken by any officials, employees or agents of the
City with respect to the issuance, delivery or sale of the 2009 Bonﬁs or the 2009 Subordinated
Bonds, or in connection with or related to any of the agreements referenced herein or the
financing of the 2009B Cbmponents, the payment or prepayment of the Subordinated Notes or
the refunding of all or a portion of the 1998 Certificates, are hereby approved, confirmed and
rziliﬁed; and such other offictals, employees and agents of the City as may be authorized by the
Chief Operating Officer or the Chief Financial Officer of the City are hereby authorized and
directed, for and. in the name and on behalf of the City, to do any and all things and take any and
all actions and execute and deliver any and all ceniﬁcates,.agreements and other documents

which they, or any of them, may deem necessary or advisable in order to consummate the lawful
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issuance and defivery of the 2009 Bonds or the 2009 Subordinated Bonds and the disbursement
of proceeds thereof in accordance with this Ordinance.

Section 12.  The City Clerk or his specified designee is hereby authorized and directed
to cause a notice of the public hearing concerning the matters set forth in this Ordinance to be
published in the San Diego Daily Transcript not less than 10 days nor more than 30 days in
advance of the hearing.

Section 13.  That a full reading of this Ordinance is dispensed with prior to its final
passage, a written or printed copy having been available to the City Council and the public a day
prior to its final passage.

Section 14.  That this Ordinance shall take effect and be in force on the thirtieth day
from and after its passage.

APPROVED: MICHAEL J. AGUIRRE, City Attorney

By 544 44 Lﬁ%/{//

Lourdes M. Eple)//'
Deputy City Attorney

LME:jdf

10/01/2008
Or.Dept:Debt Mgmt.
0-2009-48
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[ hereby certify that the foregoing Ordinance was passed by the Councﬂ of the C1ty of San
Diego, at this meeting of i

ELIZABETH S. MALAND

City Clerk
By
Deputy City Clerk
- Approved:
(date) JERRY SANDERS, Mayor
Vetoed:
(date) JERRY SANDERS, Mayor
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RESOLUTION NUMBER R-

DATE OF FINAL PASSAGE

A RESOLUTION OF THE COUNCIL OF THE CITY OF SAN
DIEGO APPROVING THE FORM OF A PRELIMINARY
OFFICIAL STATEMENT RELATING TO AN ISSUE OF
WATER REVENUE BONDS, REFUNDING SERIES 2009A
(PAYABLE SOLELY FROM INSTALLMENT PAYMENTS
SECURED BY NET SYSTEM REVENUES OF THE WATER
UTILITY FUND' OF THE CITY OF SAN DIEGO) AND A
2009A BOND PURCHASE AGREEMENT AND APPROVING ¢
CERTAIN OTHER ACTIONS IN CONNECTION THEREWITH.

WHEREAS, the City of San Diego, California [City], with the cooperation of the Public
Facilities Financing Authority of the City of San Diego [Authority], a California joint exercise of
péwers entity duly organized undér the laws of the State of California [State] has proposed the
issuance of the Authority’s Water Revenue Bonds, Refunding Series 2009A (Payable Solely
from Instailment Payments Secured by Net System Revenues of the Water Utility Fund of the
City of San Diego) [2009A Bonds] in order to finance and refinance certain capital facilities

improvements for the Water Department of the City; and

WHEREAS, in connection with fhe marketing and sale of the 2009A Bonds, to be
authorized under a separate Ordinance submitted to and considered by this City Council [Bond
Ordinance), it is necessary for the City to cause a disclosure document [2009A Preliminary
Official Statement] to be prepared, approved and to disseminated in accordance with the policies

of this City Council and applicable securities laws and regulations; and

WHEREAS, the City and the Authority propose to enter into a Bond Purchase A greement
[2009A Bond Purchase Agreement] with Morgan Stanley & Co. Incorporated, as Representative
[2009A Representative] of certain designated underwriters [2009A Underwriters] of the 2009A

Bonds; and
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WHEREAS, there have been submitted to this meeting of the City Council a form of the
2009A Preliminary Official Statement and the 2009A Bond Purchase Agreement, each of which

has heretofore been reviewed by the Disclosure Practices Working Group [DPWG]; and

WHEREAS, the City is authorized to undertake the actions described in this Resolution
pursuant to its Charter and the Constitution and applicable laws of the State; NOW,

THEREFORE,
BE IT RESOLVED by the City Council of the City of San Diego, as follows:

Section 1. The City Council hereby.finds and determines that the statements set forth

above in the recitals of this Resolution are true and correct.

Section 2. Thc form, torms a
Statement, a copy of wﬁich 1s on file in the office of the City Clerk and submitted to this
meeting, are hereby approved. The Chief Financial Officer of the City and the City Attorney of
the City, and each of them together, [Authorized Officers), are hereby authorized and directed,
for and in the name and on behalf of the City, to deliver the 2009A Preliminary Official
Statement to the Underwriters of the 2009A Bonds in substantially the form submitted to this
meeting, with such additions and changes therein as the Authorized Officers shall approve as
being in the best interests of the City, and as approved as to form by the City Attomey or his.
specified designee and with such other changes as may be required by the law firm of Hawkins
Delafield & Wood, as Disclosure Counsel. Upon approval of the 2009A Preliminary Official
Statement for use in marketing the 2009A Bonds by the Authorized Officers, the 2009A

Preliminary Official Statement shall be “deemed final” as of its date, except for the omission of

certain information as permitted in and pursuant to Rule 15¢2-12, promulgated by the Securities
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and Exchange Commission pursuant to the provisions of the Securities Act of 1934, as amended

[Rule].

Section 3. The form, terms and provi-sions of the 2009A Bond Purchase Agreement
are hereby approved. The Chief Operating Officer and the Chief Financial Officer of the City
and their specified designees, and each of them, are hereby authorized and directed, for and in
the name and on behalf of the City to execute and deliver the 2009A Bond Purchase Agreement
in substantially the form submitted to this meeting, with such additions and changes therein as
the Chief Qperating Officer or the Chief Financial Officer shall approve as being in the best
interests.of the City, and as approved as to form by the City Attorney or his specified designee,
and with such other changes as may be required by Bond Counsel, such approval to be
conclusively evidenced by the execution an(i delivery thereof; provided, however, that the |
aggregate principal amount of the 2009A Bonds does not exceed the parameters set forth in the
Bond Ordinance. The refunding of any 1998 Certificates shall be effected through the issuance
and sale of the 2009A Bdnds, so long as such refunding, being a current refunding, shows net
present value debt service savings of no less than 3.0% of refunding principal with respect to the

1998 Certificates.

Section 4. Following the pricing and sale of the Bonds, the Authorized Officers are
directed to cause a florm of final Official Statement [Official Statement] to be prepared, in
accordance with the policies of the City Council, the requirements of the Rule, and with the
assistance of DPWG. The Official Statement shall be executed by the Aufhon'zed Officers upon

satisfaction of all DPWG requirements and the recommendation of Disclosure Counsel.

,
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Section 5. Effective Date. This Resolution shall take effect immediately upon its

adoption.

APPROVED: MICHAEL J. AGUIRRE, City Attorney

o L NVELL

Lourdes M. Ep]ey/ /
Deputy City Attorney

LME:jdf

10/03/2009
Or.Dept:Debt Mgmt.
R-2009-435

I hereby certify that the foregoing Resolution was passed by the Council of the City of San
Diego, at this meeting of .

ELIZABETH S. MALAND
City Clerk

By
Deputy City Clerk

Approved:

(date) JERRY SANDERS, Mayor

Vetoed:;

(date) JERRY SANDERS, Mayor
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Passed by the Council of the City of San Diego on , 2008, by the

following vote: -

YEAS:
NAYS:
NOT PRESENT:
RECUSED:
AUTHENTICATED BY:
JERRY SANDERS
Mayor of the City of San Diego, California
ELIZARETH S, MALAND

City Clerk of the City of San Diego, California

(Seal) |

By: , Deputy

I HEREBY CERTIFY that the above and foregoing is a full, true and correct copy of

RESOLUTION NO. R- , approved by the Mayor of the City of San Diego, California

on

ELIZABETH S. MALAND
City Clerk of the City of San Diego, California -
(Seal)

By: , Deputy
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